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The   Legislative  Audit  Committee 
of  the  Montana   State   Legislature: 


This  is  our  financial-compliance  audit  report  on  the  Montana 
Veterans'  Home  for  the  two  fiscal  years  ended  June  30,  1986. 
Included  in  this  report  are  recommendations  concerning  accounting 
procedures  not  in  accordance  with  state  accounting  policy  and 
unrecorded  workers'  compensation  premiums.  The  Department  of 
Institutions'   response  is  contained  at  the  end  of  the   report. 

We  thank  the  superintendent  and  his  staff  and  Department  of 
Institutions'   personnel   for  their  assistance  and  cooperation. 

Re^ectfully   submitted, 

Scott  A.    Seacat 
Legislative  Auditor 
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SUMMARY   OF    RECOMMENDATIONS 

This   listing   serves  as  a   means  of  summarizing   the   recommendations 
contained   in   the   report  and   the  audited   agency's   reply. 


Recommendation  #1 
The  home: 

A.  Record   reimbursable  expenditures   in 
accordance  with   state  accounting 
policy. 

Agency   Response:      Concur.      See   page   17. 

B.  Use  non-General   Fund  money   before 
General    Fund   appropriations. 

Agency    Response:      Concur.      See   page   17. 

Recommendation   #2 

The   home   record   all   expenditures  and 
liabilities  associated   with   workers' 
compensation   insurance  premiums   in   the 
year  incurred. 

Agency    Response:      Concur.      See   page   17. 
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INTRODUCTION 

We  performed  a  financial-compliance  audit  of  the  Montana 
Veterans'  Home  for  the  two  fiscal  years  ended  June  30,  1986.  The 
objectives  of  the  audit  were  to: 

1 .  determine  if  the  home's  financial  schedules  present  fairly 
the  results  of  operations  for  the  two  fiscal  years  ended 
June   30,    1986; 

2.  determine  if  the  home  complied  with  applicable  laws  and 
regulations; 

3.  review  the  management  information  system  and  make 
recommendations  for  improvements  in  the  management  and 
internal   controls  of  the   home;    and 

4.  determine  if  prior  audit  recommendations  were  implemented, 

This  report  contains  two  recommendations  to  the  home.  These 
recommendations  address  areas  where  financial  reporting  and 
compliance  with  laws  and  regulations  can  be  improved.  Other 
areas  of  concern  deemed  not  to  have  a  significant  effect  on  the 
successful  operations  of  the  home  are  not  specifically  included  in 
the   report,   but  have  been  discussed   with   management. 

In  accordance  with  section  5-13-307,  MCA,  we  analyzed  and 
disclosed  the  cost,  if  significant,  of  implementing  the  recommenda- 
tions. 

BACKGROUND 

The  Montana  Veterans'  Home  was  established  in  1895  by  the 
Fourth  Legislative  Assembly.  Located  in  Columbia  Falls,  the  home 
provides  domiciliary  and  nursing  care  for  honorably  discharged 
veterans  and  their  spouses  who  have  become  unable  to  earn  a 
livelihood  by  reason  of  such  service  or  because  of  age.  The  home 
has  a  bed  capacity  of  151;  85  in  the  domiciliary  unit  and  66  in  the 
nursing  care  unit.  In  fiscal  year  1985-86,  the  home's  average 
daily  population  was  125;  65  in  the  domiciliary  unit  and  60  in  the 
nursing  care  unit.  The  Legislature  authorized  74  full-time  equiva- 
lent   positions    (FTE)    in    fiscal    year    1984-85   and    74.5    FTEs    in    fiscal 


year  1985-86.  The  home  is  funded  by  the  General  Fund,  Veterans' 
Administration  per  diem  reimbursement,  third-party  reimbursement, 
and   land  grant  moneys. 

RECOGNITION    OF   FINANCIAL   ACTIVITY 

State  accounting  policy  defines  when  the  home  should  record 
expenditures  and  revenue.  Generally,  the  home  should  recognize 
expenditures  in  the  year  materials  or  services  are  received.  It 
should  recognize  revenues  when  the  amount  is  known  or  reasonably 
estimated,  and  can  be  collected  timely  enough  to  pay  existing 
liabilities. 

The  home  has  two  Special  Revenue  Fund  accounts  for  record- 
ing personal  service  and  operating  expenditures.  These  expendi- 
tures are  fully  reimbursed  by  the  Veterans'  Administration  and 
other  third  parties  including  Medicaid,  Medicare,  and  private 
insurance  companies.  As  a  result,  the  amount  of  expenditures 
charged  should  equal  the  revenue  earned  in  these  two  accounts. 
All  other  expenditures  incurred  by  the  Veterans'  Home,  that  are 
not  reimbursed  by  third  parties,  should  be  charged  to  and  funded 
by  the  General  Fund.  The  home's  accounting  procedures  should 
ensure  the  use  of  non-General  Fund  moneys  before  General  Fund 
appropriations,    in   accordance  with   section    17-2-108,    MCA. 

The  following  section  discusses  the  accounting  for  the  home's 
reimbursable  financial   activity. 

Accounting   Procedures 

During  our  testing,  we  rioted  that  the  home  is  correctly 
recording  revenue,  but  is  not  correctly  recording  expenditures  in 
accordance  with  state  accounting  policy.  Instead,  the  home  is 
recording  expenditures  when  cash  is  disbursed.  Since  cash  reim- 
bursement for  the  home's  fiscal  year-end  expenditures  is  not 
received  until  the  following  fiscal  year,  fiscal  year-end  expendi- 
tures are  being  recorded  in  the  General  Fund.  The  home  does  not 
record  expenditures  in  the  Special  Revenue  Fund  until  the  follow- 
ing   fiscal    year    when    reimbursement    cash    is    received    and    used    to 


either  reimburse  the  General  Fund  or  to  cover  current  year  costs. 
Tlie  expenditures  should  have  been  recorded  in  the  Special  Reve- 
nue  Fund   by   fiscal   year-end    in   accordance  with   state  policy. 

Veterans'  Home  personnel  stated  that  they  have  been  record- 
ing reimbursable  expenditures  in  the  General  Fund  as  a  means  to 
overcome  the  cash  flow  problems  inherent  in  a  reimbursement 
account.  For  example,  the  home  is  incurring  costs  throughout  the 
fiscal  year,  but  is  not  receiving  cash  reimbursement  until  60  to  150 
days  later.  In  order  to  correctly  record  reimbursable  expendi- 
tures and  provide  the  necessary  operating  cash,  the  home  should 
obtain  a  noninterest  bearing  inter-entity  loan  to  the  Special  Reve- 
nue Fund.  Inter-entity  loans  are  statutorily  provided  for  in 
section    17-2-107(2),    MCA. 

As  a  result  of  the  accounting  procedures  used,  the  home 
improperly  used  General  Fund  appropriations  before  non-General 
Fund  moneys.  General  Fund  expenditures  are  overstated  and 
Special  Revenue  Fund  expenditures  are  understated  by  $66,859  and 
$5,197  in  fiscal  year  1984-85  and  fiscal  year  1985-86,  respectively. 
In  addition,  the  accumulated  effect  of  using  the  procedures  re- 
sulted in  fund  balance  in  the  Special  Revenue  Fund  being  over- 
stated  by   $219,103   at  June   30,    1986. 

RECOMMENDATION    #1 


WE    RECOMMEND   THE   HOME: 

A.  RECORD      REIMBURSABLE      EXPENDITURES      IN      ACCOR- 
DANCE  WITH    STATE   ACCOUNTING    POLICY. 

B.  USE      NON-GENERAL     FUND     MONEY      BEFORE     GENERAL 
FUND   APPROPRIATIONS. 


WORKERS'   COMPENSATION    PREMIUMS 

In  May  1985  the  Division  of  Workers'  Compensation  (DWG) 
raised  its  premium  rates  on  compensation  insurance.  Some  of  the 
various  state  institutions  did  not  have  the  necessary  funding  to 
pay    the    unanticipated    increase.       Department    of    Institution    (DofI) 


officials  advised  us  that  as  a  result,  the  department  entered  into 
an  oral  agreement  with  DV^C  to  use  experience  modification  factors 
in  computing  the  insurance  premiums  which  were  less  than  the 
newly  issued  modification  factors.  By  using  the  adjusted  modifica- 
tion factors  and  the  resulting  rates  to  record  the  premiums  on 
compensation  insurance,  the  home's  expenditures  and  liabilities  are 
understated  for  fiscal  year  1985-86  by  $10,485.  The  home  had 
sufficient  spending  authority  to  properly  record  this  expenditure, 
since  at  fiscal  year-end  1985-86,  $31,051  remained  in  the  home's 
General   Fund  appropriation. 

The  home  did  not  comply  with  section  17-1-102(4),  MCA, 
which  requires  it  to  record  all  liabilities  and  expenditures  on  its 
financial  records  in  accordance  with  procedures  prescribed  by  the 
Department  of  Administration.  The  Department  of  Administration 
has  prescribed  procedures  for  recording  liabilities  and  expen- 
ditures which  are  explained  in  the  Montana  Operations  Manual.  A 
DofI  official  indicated  that  because  DWC  did  not  provide  the  de- 
partment with  the  necessary  information  to  accurately  budget  for 
the  DWC  insurance  rate  increases,  it  was  not  possible  for  Dofl  to 
accurately  budget  for  DWC  insurance  premiums  in  fiscal  years 
1985-86  and  1986-87.  The  Department  of  Institutions  intends  to 
seek  supplemental  appropriation  authority  to  pay  the  increased 
workers'  compensation  premiums.  This  issue  will  be  addressed  in 
the  current  biennial  audits  of  the  Department  of  Labor  and  Indus- 
try and   the  Department  of  Institutions. 

RECOMMENDATION    #2 

WE  RECOMMEND  THE  HOME  RECORD  ALL  EXPENDITURES 
AND  LIABILITIES  ASSOCIATED  WITH  WORKERS'  COMPENSA- 
TION   INSURANCE    PREMIUMS    IN    THE    YEAR    INCURRED. 


PRIOR  AUDIT    RECOMMENDATIONS 

The    prior    audit    of    the    home,    for    the    two    fiscal    years    ended 
June   30,     1984,    contained    six    recommendations    to    the    home.       The 


home    concurred     with     five    of     the     recommendations    and     partially 
concurred   with  one. 

We  reviewed  the  status  of  prior  audit  recommendations  and 
determined  that  of  the  six  recommendations  still  applicable  to  the 
home's  operations,  five  have  been  implemented  and  one  has  been 
partially  implemented.  The  partially  implemented  recommendation 
relates  to  the  retention  of  property  records  and  has  been  dis- 
cussed with   the  home's  management. 


AUDITOR'S   OPINION    LETTER 


AND   AGENCY    FINANCIAL   SCHEDULES 


SUMMARY   OF  AUDIT  OPINION 

The  financial  schedules  are  prepared  from  the  Statewide 
Budgeting  and  Accounting  System  without  adjustments  for  errors 
noted  during  the  audit.  The  auditor's  opinion  issued  in  this 
report  is  intended  to  convey  to  the  reader  of  the  financial  sched- 
ules the  degree  of  reliance  that  can  be  placed  on  the  amounts 
presented. 

The  adverse  opinion  on  the  Schedule  of  Changes  in  Fund 
Balances  for  the  two  fiscal  years  ended  June  30,  1986,  means  the 
reader  should  not  place  reliance  on  the  amounts  presented  in  this 
schedule.  This  schedule  is  misstated  for  the  reasons  described  in 
paragraphs  three  through   six  of  the  opinion   letter. 

The  qualified  opinion  on  the  Schedule  of  Budgeted  Program 
Expenditures  by  Object  and  Fund  for  the  two  fiscal  years  ended 
June  30,  1986,  means  the  reader  of  the  financial  schedule  should 
be  cautious  when  using  the  financial  information.  This  schedule  is 
misstated  for  the  reason  described  in  paragraph  three  of  the 
opinion   letter. 

The  unqualified  opinion  on  the  Schedule  of  Budgeted  Reve- 
nue -  Estimate  and  Actual  and  the  Schedule  of  Additions  and 
Deductions  to  Resident  Accounts  for  the  two  fiscal  years  ended 
June  30,  1986,  means  the  reader  of  the  financial  schedules  may 
rely  on  the  fairness  of  the  information   presented. 
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The   Legislative  Audit  Committee 
of  the  Montana   State   Legislature: 

We  have  examined  the  financial  schedules  of  the  Montana 
Veterans'  Home  for  each  of  the  two  fiscal  years  ended  June  30, 
1985  and  1986,  as  shown  on  pages  9  through  15.  Our  examination 
was  made  in  accordance  with  generally  accepted  auditing  standards 
and,  accordingly,  included  such  tests  of  the  accounting  records 
and  such  other  auditing  procedures  as  we  considered  necessary  in 
the  circumstances. 

As  described  in  Note  1  to  the  financial  schedules,  the  home's 
financial  schedules  are  prepared  in  accordance  with  state  account- 
ing policy.  Accordingly,  the  accompanying  financial  schedules  are 
not  intended  to  present  financial  position  and  results  of  operations 
in   conformity   with  generally   accepted  accounting    principles. 

The  home  did  not  record  expenditures  in  accordance  with 
state  accounting  policy.  As  a  result.  General  Fund  expenditures 
and  support  from  the  state  of  Montana  are  overstated  and  Special 
Revenue  Fund  expenditures  are  understated  by  $66,859  in  fiscal 
year  1984-85.  Prior  year  expenditure  adjustments  are  overstated 
in  the  Special  Revenue  Fund  by  $39,652  in  fiscal  year  1984-85, 
Also,  the  procedure  caused  the  July  1,  1984,  fund  balance  to  be 
overstated  in  the  Special  Revenue  Fund  by  $178,374.  The  Special 
Revenue  Fund  balance  is  also  overstated  by  $219,103  at  June  30, 
1985. 

The  home  improperly  recorded  revenue  and  prior  year  reve- 
nue adjustments  for  receipts  already  recorded  in  the  previous 
accounting     period.       The    error    overstated    Special     Revenue    Fund 


revenue  by  $102,109,  prior  year  revenue  adjustments  by  $20,336, 
and  direct  entries  to  fund  balance  by  $122,445  in  fiscal  year 
1984-85. 

The  home  did  not  record  the  financial  activity  for  the  canteen 
on  the  Statewide  Budgeting  and  Accounting  System  records  in 
fiscal  year  1984-85.  As  a  result,  nonbudgeted  expenditures, 
nonbudgeted  revenue,  and  beginning  fund  balance  are  understated 
in  the  Special  Revenue  Fund  by  $18,287,  $17,624,  and  $663, 
respectively. 

The  home  improperly  recorded  an  adjustment  to  its  inventory 
balance  reported  on  the  Statewide  Budgeting  and  Accounting 
System  records.  The  improper  accounting  procedure  caused 
General  Fund  nonbudgeted  revenue  to  be  overstated  by  $18,307  in 
fiscal  year  1984-85.  Also,  prior  year  revenue  adjustments  and 
direct  entries  to  fund  balance  in  the  General  Fund  were  under- 
stated  by   $16,076  and   $2,231,    respectively. 

In  our  opinion,  because  of  the  effects  of  the  matters  dis- 
cussed in  paragraphs  three  through  six,  the  Schedule  of  Changes 
in  Fund  Balances  does  not  present  fairly,  in  conformity  with  the 
basis  of  accounting  described  in  Note  1  ,  the  results  of  operations 
and  changes  in  fund  balances,  of  the  Montana  Veterans'  Home  for 
the  two  fiscal   years  ended  June  30,   1986. 

In  our  opinion,  except  for  the  effects  of  the  matter  discussed 
in  paragraph  three,  the  Schedule  of  Budgeted  Program  Expendi- 
tures by  Object  and  Fund  presents  fairly  the  results  of  operations 
of  the  Montana  Veterans'  Home  for  the  two  fiscal  years  ended 
June  30,  1986,  in  conformity  with  the  basis  of  accounting  de- 
scribed in  Note  1  ,  which  except  for  the  change  in  recording 
canteen  activity,  with  which  we  concur,  described  in  Note  1C  to 
the  financial   schedules,    has  been  applied  on  a  consistent  basis. 

In  our  opinion,  the  Schedule  of  Budgeted  Revenue  -  Estimate 
and  Actual  and  the  Schedule  of  Additions  and  Deductions  to  Resi- 
dent Accounts  present  fairly  the  results  of  operations  of  the 
Montana  Veterans'  Home  for  the  two  fiscal  years  ended  June  30, 
1986,     in     conformity     with     the     basis    of    accounting     described     iri 


Note  1,  which  except  for  the  change  in  recording  canteen  activity, 
with  which  we  concur,  described  in  Note  IC  to  the  financial  sched- 
ules,   has  been  applied  on  a  consistent  basis. 

Respectfully   submitted. 


imes  Cillett,   CPA 
Deputy   Legislative  Auditor 


January   21 ,    1987 
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SCHEDULE  OF  CHANGES  IN  FUND  BALANCES 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30.  1986 


Special 
Revenue 
General  Fund     Fund 


FUND  BALANCE:  July  1,  1984 


-0- 


$   173,941 


ADDITIONS 

Fiscal  Year  1984-85 

Budgeted  Revenue 

Nonbudgeted  Revenue 

Prior  Year  Revenue  Adjustments 

Support  from  State  of  Montana 

Cash  Transfer 
Fiscal  Year  1985-86 

Budgeted  Revenue 

Nonbudgeted  Revenue 

Prior  Year  Revenue  Adjustments 

Support  from  State  of  Montana 

Total  Additions 


365 

1, 

,489, 

,361 

5,085 

(978) 

24, 

,769 

374,719 

703 

4,235 

1, 

,397, 

,036 

2,298 

1,000 

433,777 

820,501 

2 

.911; 

,869 

REDUCTIONS 

Fiscal  Year  1984-85 

Budgeted  Expenditures 

Prior  Year  Expenditure  Adjustments 

Direct  Entries  to  Fund  Balance 
Fiscal  Year  1985-86 

Budgeted  Expenditures 

Prior  Year  Expenditure  Adjustments 

Direct  Entries  to  Fund  Balance 

Total  Reductions 

FUND  BALANCE:  June  30,  1986 


426,176 
(49,216) 
2,231 

441,336 
2,998 
(3,024) 
820.501 

i      -0- 


1.320,115 

39,652 

122.446 

1,382,985 

703 

2,865,901 

I     219.909 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Account- 
ing System.  Additional  information  is  provided  in  the  notes  to  the 
financial  schedules  on  pages  13  through  15. 


DEPARTMENT  OF  INSTITUTIONS 
MONTANA  VETERANS'  HOME 
SCHEDULE  OF  BUDGETED  REVENUE  -  ESTIMATE  &  ACTUAL 
FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30.  1986 


Charges 
for 


Rent, Leases 


Sale  of 
DocLunents  & 


Federal 


Reimbursements  Services  &  Royalties  Miscellaneous  Merchandise  Assistance   Total 


Fiscal  Year  1985-86 

GENERAL  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 


300     $  4,250 
450       2.072 


$   150 


$1,700 
1.713 


[2,178)     $ 13 


$    6,250 
4.235 

$   (2,015) 


SPECIAL  REVENUE  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 


$812,688    $  5,214 
857.232      3.564 

$  44,544    $(1,650) 


$20,764    $566,113   $1,404,779 
15.791     520.449    1.397.036 

$(4,973)    $(45,664)   $    (7,743) 


Fiscal  Year  1984-85 

GENERAL  FUND 

Estimated  Revenue 

$ 

350 

Actual  Revenue 

365 

Collections  Over 

(Under)  Estimate 

$ 

15 

SPECIAL  REVENUE  FUND 

Estimated  Revenue 

$824 

151 

Actual  Revenue 

850 

085 

Collections  Over 

(Under)  Estimate 

$  25 

,934 

$  5,056 
4.629 

$   (427) 


350 
365 


$435,909   $1,265,116 
634.647     1.489.361 

$198.738   $   224,245 


'^See  footnote  IC. 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.   Additional  information  is 
provided  in  the  notes  to  the  financial  schedules  on  pages  13  through  15. 


DEPARTMENT  OF  INSTITUTIONS 


MONTANA  VETERANS'  HOME 

SCHEDULE  OF  BUDGETED 

PROGRAM 

EXPENDITURES  BY 

OBJECT  AND  FUND 

FOR  THE  TWO 

FISCAL 

YEARS  ENDED  JUNE 

30, 

1986 

Care  and  Ci 

jstody 

Fiscal  Year 

Fiscal  Year 

1985-86 

1984-85 

PERSONAL  SERVICES 

Salaries 

$  978,869 

$   939,961 

Hourly  Wages 

95,780 

98,780 

Employee  Benefits 

271.505 

254,785 

Total 

1,3A6,15A 

1.293,526 

OPERATING  EXPENSES 

Contracted  Services 

85,884 

83,882 

Supplies  &  Materials 

235,296 

198,956 

Communications 

9.654 

9,906 

Travel 

1,929 

2,430 

Rent 

2,780 

2,532 

Utilities 

86,A03 

118,970 

Repair  &  Maintenance 

36,996 

20,643 

Other  Expenses 

3,887 

3,124 

Goods  Purchased  For  Ri 

esale 

15,338 
478,167 

Total 

440,443 

EQUIPMENT 

Total 

12,322 

TOTAL  PROGRAM  EXPENDITURES 

$1,824,321 

$1,746,291 

GENERAL  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 


$  482,177 

441,336 

$   40.841 


$  506,178 

426.176 

$   80.002 


SPECIAL  REVENUE  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 


$1,429,895 

1,382,985 

$   46.910 


;i, 320, 841 

1,320,115 

;      726 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Account- 
ing System.  Additional  information  is  provided  in  the  notes  to  the 
financial  schedules  on  pages  13  through  15. 
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DEPARTMENT  OF  INSTITUTIONS 

MONTANA  VETERANS'  HOME 

SCHEDULE  OF  ADDITIONS  AND  DEDUCTIONS  TO  RESIDENT  ACCOUNTS 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30,  1986 


Asset  Balance,  July  1,  1984  $  2,199 

1985  Additions  of  Property  Held  in  Trust  20,338 

1986  Additions  of  Property  Held  in  Trust  2A,044 

1985  Deduction  of  Property  Held  in  Trust  19,386 

1986  Deduction  of  Property  Held  in  Trust  23,915 

Asset  Balance,  June  30,  1986  $  3,280 


This  schedule  was  compiled  by  the  home  from  manual  accounting 
records.  Only  the  year-end  balances  are  recorded  on  the  Statewide 
Budgeting  and  Accounting  System.  Additional  information  is  pro- 
vided in  the  notes  to  the  financial  schedules  on  pages  13  through 
15. 
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DEPARTMENT   OF    INSTITUTIONS 

MONTANA  VETERANS'   HOME 

NOTES  TO   THE   FINANCIAL  SCHEDULES 

FOR   THE   TWO    FISCAL  YEARS   ENDING   JUNE   30,    1985   AND    1986 


1.      SUMMARY   OF  SIGNIFICANT   ACCOUNTING   POLICIES 

A.  Basis  of  Accounting 

The  Montana  Veterans'  Home  is  required  by  state  accounting 
policy  to  use  the  modified  accrual  basis  of  accounting,  which  is 
described   in   the  Montana  Operations  Manual. 

Under  the  modified  accrual  basis  of  accounting,  a  valid  obli- 
gation exists  when  the  associated  liability  is  incurred  except  for 
the  following  items  which  are  also  considered  valid  obligations 
under  state  accounting   policy: 

1  .  If  the  appropriation  provided  funds  to  complete  a  given 
project,  the  entire  amount  of  a  service  contract  may  be 
accrued  even  though  the  services  are  rendered  in  fiscal 
years  subsequent  to  the  fiscal  year  in  which  the  expen- 
diture is  accrued. 

2.  The  anticipated  cost  of  equipment  is  expensed  in  the 
fiscal   year  in  which  budgeted. 

3.  Goods  ordered,  but  not  received  as  of  the  fiscal  year- 
end,  may  be  accrued  if  the  purchase  order  was  issued  in 
the  fiscal  year  in  which  the  anticipated  expenditure  is  to 
be  accrued. 

Revenues  are  recorded  when  received  in  cash  unless  suscepti- 
ble to  accrual.      Revenues  are  susceptible  to  accrual   if: 

1  .  They  are  measurable  and  available  to  finance  expendi- 
tures of  the  fiscal   period;   or 

2.  Are  material  in  amount  and  are  not  received  at  the 
normal   time  of  receipt. 

B.  Basis  of  Presentation 

The  financial  schedules  are  prepared  from  the  Statewide 
Budgeting     and     Accounting     System     (SBAS)     without    adjustments. 
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The    funds    presented    and    their    relationship    to    the    state    treasury 
fund   structure  are  as  follows: 

General  Fund  -  To  account  for  all  financial  resources  except 
those  required   to  be  accounted   for   in  another  fund. 

Special  Revenue  Fund  -  To  account  for  the  proceeds  of  spe- 
cific  revenue  sources  that  are  legally  restricted  to  expen- 
diture for  specified  purposes.  Legislative  appropriation  is 
required  to  spend   from   this  fund. 

Agency  Fund  -  To  account  tor  assets  held  by  a  governmental 
unit  as  an  agent  for  individuals,  private  organizations,  other 
governmental  units,  and/or  other  funds.  This  fund  is  used 
to  account  for  assets  held  by  the  state  as  an  agent  for  the 
members.  A  checking  account  is  maintained  in  a  local  bank 
with  individual  ledger  records  at  the  home.  A  legislative 
appropriation   is   not  required   to  spend   from  this  fund. 


C.       Changes  in  Accounting   Policies 

The    home    made    the    following    changes    in    its    accounting    pol- 


1.  During  fiscal  year  1985-85,  the  home  budgeted  for  and 
recorded  the  canteen  activity  in  its  Special  Revenue 
Fund.  During  fiscal  year  1984-85,  the  home  did  not 
record   this  activity  on   the  state's  accounting   records. 

2.  During  fiscal  year  1985-86,  the  home  recorded  its  third- 
party  reimbursements  as  charges  for  services  revenue. 
During  fiscal  year  1984-85,  the  same  activity  was 
properly   recorded  as   reimbursement  revenue. 


2.      VACATION   AND   SICK    LEAVE 

Employees  of  the  home  accumulate  both  vacation  and  sick 
leave.  Employees  are  paid  for  100  percent  of  unused  vacation  and 
25  percent  of  unused  sick  leave  credits  upon  termination.  Expen- 
ditures for  termination  pay  currently  are  absorbed  in  the  annual 
operational  costs  of  the  home.  At  June  30,  1986,  the  home  had  an 
estimated  liability  of  $61,082  for  vacation  leave  and  $27,604  for 
sick   leave. 
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3.  PENSION    PLAN 

Employees  are  covered  by  the  Montana  Public  Employees' 
Retirement  System  (PERS).  The  home's  contributions  to  this  plan 
were  $60,711  in  fiscal  year  1984-85  and  $63,971  in  fiscal  year 
1985-86. 

4.  GENERAL   FUND   BALANCE 

The  General  Fund  is  a  statewide  fund.  Agencies  do  not  have 
a  separate  General  Fund  since  their  only  authority  is  to  pay 
obligations  from  the  Statewide  General  Fund  as  long  as  they  stay 
within  their  appropriation  limits.  Thus,  on  an  agency  schedule, 
the  beginning   and   ending    fund   balance  will   always   be   zero. 

5.  UNRECORDED  WORKERS'    COMPENSATION    PREMIUMS 

There  is  a  workers'  compensation  liability  that  has  not  been 
recorded  in  the  accounting  records.  The  liability  for  the  home  as 
of  June  30,  1985,  is  $10,485.  The  corresponding  expenditure  has 
not  been    recorded    in   the  accounting    records. 

6.  BENEFITS 

The  home  provides  one  meal  per  shift  to  all  employees  as  a 
benefit.  The  home  served  17,315  meals  to  employees  during  fiscal 
year  1984-85  at  a  cost  of  $13,159.  During  fiscal  year  1985-86, 
16,285   meals  were   provided   at  a  cost  of  $12,702. 

7.  RESIDENT   ACCOUNTS 

The  Schedule  of  Additions  and  Deductions  to  Resident  Ac- 
counts was  compiled  from  manual  accounting  records.  The  addi- 
tions and  deductions  are  not  separately  recorded  on  the  state's 
accounting  records.  Due  to  a  recording  error,  the  June  30,  1986, 
balance  reported  on  the  state's  accounting  records  is  $168  more 
than   the  presented  amount. 
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AGENCY    RESPONSE 


DEPARTMENT  OF  INSTITUTIONS 


TEDSCHWINDEN   GOVERNOR 


STATE  OF  MONTANA' 


i.406)  444-3ii^ 


1539  11TH  AVENUE 


HELENA  MONTANA  59620 


March  24,    1987 


MAR  ii  4  1987 


MONTANA  LEGISLATIVE 
AUDITOR 


Legislative  Audit   Comnittee 

of  the  Montana  State  Legislature 
Office  of  the  Legislative  Auditor 
Capitol  Station 
Helena,   I\1T     59620 

Gentlemen: 

We  have  reviewed  the  audit  report  prepared  by  the  Office  of  the  Legislative 
Auditor  for  Montana  Veterans'   Home. 

The  report  provides  a  very  welcome  service  and  is  sincerely  appreciated. 

Our  response  to  the  recommendations  is  attached. 

Sincerely, 


Attachment 
CS:fm 


SLL  V.    SOUTH,    Director 
Department  of  Institutions 
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RECOMMENDATION  #1 

WE  RECOMMEND  THE  HOME: 

A.  RECORD  REIMBURSABLE  EXPENDITURES  IN  ACCORDANCE  WITH  STATE  ACCOUNTING 
POLICY. 

B.  USE  NON-GENERAL  FUND  MONEY  BEFORE  GENERAL  FUND  APPROPRIATIONS. 
RESPONSE 

A.  Concur.   The  Home  will  record  reimbursable  expenditures  in  accordance 
with  state  accounting  policy. 

B.  Concur.  The  Home  will  obtain  a  non-interest  bearing  inter-entity  loan  to 
the  Special  Revenue  Fund. 

RECOMMENDATION  #2 

WE  RECOMMEND  THE  HOME  RECORD  ALL  EXPENDITURES  AND  LIABILITIES  ASSOCIATED  WITH 
WORKERS'  COMPENSATION  INSURANCE  PREMIUMS  IN  THE  YEAR  INCURRED. 

RESPONSE 

The  Home  will  comply  with  Section  17-1-102,  MCA  and  report  all  liabilities  and 
expenditures  on  its  financial  records  in  accordance  with  procedures  as 
prescribed  by  the  Department  of  Administration  in  the  Montana  Operations 
Manual  with  assistance  and  direction  from  the  Department  of  Institutions. 
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